Abstract
Introduction
The international expansion of law firms, which began in earnest in the 1980s, has transformed large law firms.
1 Law firm expansion plays a critical role in understanding the business of law and the nature of globalization. Law firms also provide a case study of how one industry within the professional services sector addresses global expansion. This case study may shed light more generally on how professional service firms respond to an increasingly global marketplace and the various strategies that such firms may use to meet these challenges.
This article begins the process of closing the gap in the existing literature on law firm expansion. It does so by utilizing management studies' theoretical work on internationalization and applying it to law firm expansion to explain law firm strategic decision-making. This article creates a six-part taxonomy for types of law firm expansion. It also provides a snapshot of the increasing U.S./U.K. dominance of capital markets, corporate and mergers and acquisitions legal work around the world. Moreover, this article responds to the articles by Carole Silver and Len Bierman and Michael Hitt on law firm expansion in this symposium issue on the Globalization of the Legal Profession. Finally, this article proposes a robust interdisciplinary research agenda that incorporates law, economics, sociology, economic geography, and management studies to more fully understand law firm expansion.
I. The Black Box of International Law Firm Expansion

A. The Tournament Model
Global expansion of law firms must be understood within the larger context of the growth of the law firm as a business organization. Law firms do not have outside investors. Rather, the employees are also the owners of the firm.
2 Previous scholarship has developed a framework to understand law firm expansion. Galanter and Palay's seminal book, Tournament of Lawyers, argues that law firms operate within an up-or-out pyramid structure. 3 As an associate makes partner, to maintain firm leverage, the firm requires an additional number of associates. The purpose of the tournament is to create greater leverage for the firm's human capital and to prevent shirking by lawyers within the firm. In the tournament model, the most important factor in the transformation of law firms is size expansion of firms in terms of total number of lawyers. Other empirical work supports the tournament explanation. 4 2. Henry Hansmann, The Ownership of Enterprise 67 (1996) . More accurately, a subset of employees (equity partners) own the firm. Recent empirical work provides additional explanation of law firm expansion and the tournament model. Using data from Martindale-Hubbell for U.S.-based law firms from the period 1998-200, Baker and Parkin find that large U.S. law firms have grown over time. This growth has come about with an increase in the number of offices for firms. Increased leverage has accompanied the expansion in the size and geographic scope of large law firms. Similarly, an increasing number of attorneys have fallen from the two-tiered partnership track and have taken on non-partner designations at these firms.
Another recent contribution to the literature is the work of William Henderson. Henderson's findings suggest that the tournament model has changed in that there are now at least two stages to the tournament in most large U.S. law firms. The first stage is to move from the ranks of an associate to that of partner. The second stage of the tournament occurs at the partner level in which non-equity (service) partners battle to join the ranks of equity partners. Henderson has studied the domestic effects of partnership tracks at American Lawyer ("Am Law") 200 large law firms. His findings explain why all but a small number of law firms have abandoned the single-tier partnership model for a two-tiered approach between equity and non-equity partners. The firms that remain single tier are those with fewer offices and higher levels of prestige. These findings support a conclusion that the tier structure of a firm is a function of a firm's relative standing in its ability to gain high-end corporate work. 6 The works of Baker and Parkin and Henderson have not been extended to the study of international offices of U.S. law firms. It may be that the type of partnership structure varies across countries. Overhead costs may be different, the caveats to this tournament. They posit that (1) many within the associate ranks may not seek to participate in the tournament; (2) partners favor some associates over others in the tournament based on the type of assignments that they give; (3) firm interests and the interests of individual partners may not be aligned; (4) the tournament has more than two stages; () becoming a partner is not caused by past performance as an associate; and (6) prestige element may differ between local and international firms, and the amount that a firm may be willing to pay for international human capital may be different across markets. These and many other questions about the globalization of U.S. and foreign law firms remain unanswered. It is with these and other research questions in mind that we must approach the study of the growth in internationalization of law firms.
B. New Insights
Much remains unknown about the mechanisms and dynamics of international law firm expansion. Two works from the 14 th Annual Conference of the Indiana Journal of Global Legal Studies, "Globalization of the Legal Profession," provide important insights into international expansion of law firms: Carole Silver's "Local Matters: Internationalizing Strategies for U.S. Law Firms" 7 and Len Bierman and Michael Hitt's "The Globalization of Legal Practice in the Internet Age." 8 In her article, Silver has added an important work to her extensive research agenda into the globalization of law firms and the legal practice. 9 Silver's current article expresses the tension and the transition of law firms as they act globally on both international and local matters.
Silver identifies an important trend among U.S.-based law firms. Firms that have expanded internationally nearly always have a major New York presence. 10 This suggests the importance of New York corporate law and that corporate international expansion seems to be the driver of international expansion. The nature of this corporate law-based global expansion remains somewhat of a mystery.
Lawyers in large firms specialize in specific practice areas of law.
11 When there is international expansion, do we find specialization in smaller satellite offices along practice area specializations? Can particular country markets handle such precise levels of specialization based on the cost of legal services by foreign firms? While U.S. firms traditionally have expanded into corporate practices abroad, Silver suggests that there is an increasing litigation and regulatory aspect to foreign expansion. 12 Silver examines the number of U.S. law firms with foreign offices. This is an important first step. However, questions remain as to how to account for the scale, scope, quality, and success of these offices. 13 Silver's article focuses on the U.S. aspect of globalization. However, the globalization of law firms has increasingly significant London-and New York-based components. Chambers & Partners publishes a yearly guide of the best law firms in the various jurisdictions around the world.
14 I use their 2006 Chambers Global Guide as a source for data to illustrate the increasing supremacy of U.S.-based and London-based law firms in international capital markets and corporate/ merger and acquisition deals in the capital markets of China/Hong Kong, France, Germany, Italy, Japan, the United Kingdom, and the United States. 14. Chambers' description of its methodology is as follows: "[r]esearch into the strengths and reputations of lawyers in the Global Guide is carried out in the same way as the research for the Chambers 'UK' and 'USA' guides. The methodology has been approved by the British Market Research Bureau, which audits the research annually. In-depth interviews with clients and lawyers are done over the telephone, each one lasting about half an hour. . . .For the current Global directory, over 6,00 of these interviews were conducted covering 170 countries. This chart provides important insights into the increasing dominance of Anglo-American law firms in capital markets. Within the China/Hong Kong market, only three of the top twenty-eight firms ranked are local firms. Within capital markets, none of the top fifteen practices in China are local firms and only two of the eight firms in the next tier in the ranking are local. In Japan, none of the top eighteen ranked firms for corporate/mergers and acquisitions (M&A) work are domestic. Within foreign capital markets work, none of the twelve top firms in foreign capital markets are local firms. Only six of nine local firms make the list for top firms in domestic capital markets work.
Examining the European markets, each of the capital markets shows increased penetration by non-local firms. This is most pronounced in Germany, where only five local firms make the top twenty corporate/M&A practices, one of ten in capital market debt practices, and one of nine among capital market equity practices. In France, local firms hold nine of the top nineteen corporate/M&A practice honors but only four of seventeen capital markets top practice honors. Italian local firms tend to have the strongest showing. They continue to dominate corporate/M&A work with eighteen of the top twenty-two corporate/M&A practices ranked. However, in capital markets work only a minority of Italian firms (three of nine) com- pete at the top end in terms of ranking for best practices for this work. The situation in the United Kingdom suggests that in its home market, U.K. firms are under attack by U.S.-based competitors, particularly for high-end deal work that requires medium rather than large resources. Among medium resourced deals, only nine of twenty top U.K. practices are London-based. U.S.-based firms take up the remainder of the spots. However, when deals require larger resources for staffing, U.K.-based firms hold all six top slots. Capital markets debt and equity work also suggests a shift toward a greater use of primarily U.S.-based firms. Within the debt capital markets practice in the United Kingdom, a minority of top firms are British (six of fourteen). Similarly, only eight of fourteen top equity capital markets practices are run by U.K. firms. This contrasts with the United States, where all twenty-seven top corporate/M&A practices and all fifteen capital markets practices are U.S.-based firms.
The provision of high-end legal services in Germany provides for a case study in the increased leverage of U.S. and U.K. dominance in high-end legal services. Ever since U.S. and U.K. law firm expansion into Germany began in earnest in the mid-to late-1990s, this has transformed the German legal market. 16 International law firms have become the new legal elite in Germany, as Chart I suggests. 17 Moreover, a number of international firms have developed critical mass for large scale work. 
II. Understanding International Expansion from the Management Literature
Within the field of business management, scholars have undertaken much research to understand the effectiveness of firms in their internationalization. 19 How this scholarship applies specifically to law firms remains under-developed. The application of this work is critical to understanding the strategic management of law firm expansion. Overall, the management literature explains that the internationalization of a firm comes with costs and benefits. 20 Firms perform well with either high or low levels of internationalization. They tend to perform less well at medium levels of internationalization. 21 At the medium level, international firms must reconfigure their internal systems to respond to the process of internationalization.
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Firm leadership plays a role in international expansion. When firm leadership has had international exposure, this increases the extent of internationalization of the firm. 23 Firms that expand internationally earlier have greater knowledge and experience greater international growth. 24 However, there are limits to the ability of firms to take in the knowledge they gain from their international experience. External knowledge must be assimilated by a firm for it to be utilized.
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The absorptive capacity of the firm to internalize knowledge limits the ability of the firm to internationalize successfully.
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Law firms have two strategic choices for international expansion-greenfield expansion or expansion via merger or acquisition. Greenfield expansion occurs through new entry and organic growth, and allows for revenue capture by a single firm. It may lead to lower costs through reduced transaction costs. 27 With greenfield expansion, law firms can boast to their corporate clients that scale effects reduce the information costs of selecting law firms across jurisdictions. Creating critical mass allows for a firm to claim that it can coordinate legal work across jurisdictions. 28 The use of a single firm reduces the need to coordinate across firms because the information costs of learning the deal are lower. In the greenfield scenario, a law firm opens a foreign office and staffs it with its own lawyers with J.D.s. The expatriates then select local lawyers to increase the size of the local office. 29 These local lawyers often have obtained their LL.M.s in the United States or elsewhere. Greenfield investment allows a firm to better control the cultural differences across offices than expansion through acquisition. It allows a firm's foreign expansion to build upon existing firm best practices. 30 In the other scenario, a firm can expand through the acquisition of a preexisting firm or a group of lawyers from a preexisting firm. Firms learn through their experience. As a firm becomes more international, this increases the types of experiences that a firm has. 31 Firms experience learning "if through its processing of information, the range of its potential behaviors is changed." 32 Acquired firms behave differently than greenfield firms because they have a preexisting culture. An increasing body of literature demonstrates that acquisitions that do not create a common culture may lead to acquisition failures. 33 Law firms may expand as a reaction to competitor expansion. 34 Some firm expansion may result from a herd mentality. That is, sociological imitation may be at play in the decision to internationalize a law firm. 3 Firm thinking in this scenario is that other firms must have better information as to a certain foreign market. If these firms are expanding into these markets, this is a signal that there are increased opportunities in this market. 36 Other firms also may see the lack of an office in a certain jurisdiction where the rival has an office as disadvantageous in the competition to provide legal services to potential clients. This might create the incentive for a firm to follow and to open its own office in order to compete with its rivals. 37 However, many law firms lose money in their foreign operations. In keeping these foreign offices open, law firm management at these firms believes that at some point these offices will make a profit.
38 U.S.-based law firms face particular challenges. International firms often cannot compete with local firms on price and have higher overhead than do local firms. 39 Consequently, law firm outposts have to differentiate themselves on the services that they provide. Firms will attempt to create a seamless common culture across their offices. This suggests that a law firm will try to sell its services internationally as part of the firm brand. 40 This branding includes quality of services, in which the same quality holds across offices.
The nature and size of foreign offices may play an important role in their potential profitability. Without critical mass, foreign offices may be less profitable. Overall, toe hold expansion through greenfield or acquisition may make a foreign office too small to compete in the local market. When a firm does not have enough repeat business to send to a foreign office, this reduces the profitability of the foreign office. The smaller size of foreign offices also exposes such offices to increased fluctuations in terms of revenue and productivity because work and expertise tend to be concentrated across fewer practice groups. 41 Other risks abound. Foreign expansion may be risky where the client base of a firm may not be as easily transferable across foreign jurisdictions. There may be limits as to the size of the office or the needs of the existing client base. 42 Referrals may dry up across local firms if other players in the local market fear that referrals will not be reciprocated. 
III. Law Firm Expansion Models
This article argues that there are at least six models of international expansion of law firms. The first five involve traditional law firms. These models include: the charmed circle, the alliance/best friends, the magic circle, the almost-charmed circle, and the not-so-charmed circle. The sixth model is the expansion of law practice by the Big Four accounting firms.
A. Charmed Circle
The first expansion model is that of the "charmed circle" of large New Yorkbased law firms. These firms represent large, sophisticated investment banks and Fortune 00 clients in high-end corporate and litigation work, particularly in the United States but increasingly in other markets. The charmed circle firms lack large scale jurisdictional coverage because of a concern that per-partner profits may get diluted with large scale international expansion. Charmed circle expansion focuses almost exclusively in capital markets and in highly complex deal work. The foreign offices of charmed circle firms remain small relative to other foreign law firms or domestic firms.
B. Alliance/Best Friends
The second model is a more informal "alliance/best friends" model of a referral network across firms. This is a conscious effort not to expand into certain markets and instead create alliances with other firms in those jurisdictions. The reason for alliance is that it reduces the costs to individual law firms. It does not require setting up foreign offices where there will not be enough repeat work to justify such a relationship. There are coordination problems for such a model because of the informality of the arrangement and the increased monitoring cost to ensure high quality work when such work gets referred outside of a particular firm. Similarly, there are principal/agent problems to this model. These problems manifest themselves in ensuring the same quality of work and attention across jurisdictions and across firms.
There is an increasing prevalence of more formal alliances. 44 The largest formal network of firms belongs to Lex Mundi. Lex Mundi boasts coverage that spans across 99 countries with over 17,000 attorneys in 160 member firms with 60 offices. 4 Firms within the network get a half hour of free time with questions about doing business in their jurisdiction. Member firms meet on a regular basis to facilitate client referrals.
These formal alliances have their limits. What may work as an effective strategy at some point in organizational development may shift when clients demand that a foreign office be opened by a particular firm. It may put strains on an alliance relationship when members of an alliance compete for work with other members of the alliance in the same jurisdiction. Similarly, an alliance strategy is a function of available alliance partners given the strategies of competitors. If a firm chooses an alliance strategy, this limits the potential formal alliances for competitor firms. A lack of potential alliance partners may push competitor firms to try to expand across markets and across practice groups to keep all of the revenues of multi-jurisdictional work for themselves.
A less formal version of the alliance is the "best friends" model. Firms that purposely do not want to expand into certain markets or types of representation may pursue a best friends strategy of cross-referrals across jurisdictions to firms or individual partners within these firms. With the possible exception of Baker & McKenzie, all law firms lack global reach. Given this reality, law firms that pursue other models of law firm expansion also pursue a best friends model to a certain extent. Over time, repeated interactions between best friends increase the predictability of work relationship and work quality. However, the agency costs typically remain higher among best friends than within a single firm.
C. Magic Circle
The third model is that of the top end London-based firms, the so-called "magic circle" that have jurisdictional capacity around the world in both developed and developing world countries. There are limits to this worldwide footprint. With the exception of Clifford Chance, the magic circle model lacks a significant U.S. capability. The inability of magic circle firms to cover the U.S. legal market adequately suggests that one-stop shopping is more difficult to sustain. By working with U.S. circle firms open themselves up to competition from these same U.S. firms in subsequent deals if these U.S. firms have offices in magic circle markets.
The further large scale expansion of British firms through greenfield or acquisition into the U.S. market seems unlikely given the Clifford Chance experience. The Clifford Chance expansion into the U.S. market, via its merger with New York-based firm Rogers & Wells, has been rather difficult. Some of the most profitable partners from Rogers & Wells have left the firm due to differences of management style, compensation, and structure. 46 These problems are not unique to Clifford Chance. Rather, issues of cultural fit, management style, firm structure, and compensation remain significant between U.S.-and U.K.-based firms.
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D. Almost-Charmed Circle
The fourth model is a modified charmed circle. These firms can be termed "almost-charmed circle" in that their main competition includes members of the charmed circle. 48 Many of the firms in this category are not traditionally based in New York. In such cases, the almost-charmed circle of firms lack the extensive ties to New York-based investment bank clients and have regional roots in other major U.S. cities. These firms tend to have become national through expansion into other markets (e.g., Kirkland & Ellis, Latham & Watkins, Gibson Dunn) or "second tier" New York firms (e.g., Shearman & Sterling, Milbank Tweed). Almost-charmed firms have a significant presence in both New York City for transactional work and Washington, D.C. for regulatory work. Almost-charmed firms charge rates similar to those of charmed circle firms.
Almost-charmed firms seek to compete with the charmed circle for high-end work. The lack of a large footprint of foreign offices (because of fears of profit dilution) from charmed circle firms provides almost-charmed firms an opportunity to create a single firm network abroad. Almost-charmed firms can pitch one-stop shopping to investment banks and Fortune 00 clients that might otherwise engage a charmed circle firm. This creates strategic opportunities and choices for almostcharmed firms. These firms may have a somewhat different strategy of international expansion than charmed firms. That is, these firms may have more international offices or more heavily staffed international offices, the better to distinguish themselves vis-à-vis charmed circle firms to sell economies of scale and scope abroad across a number of different markets. Because they lack the deep and historic long-term relationships with investment bank clientele of charmed circle firms that gives charmed circle firms access to many of the largest international deals, almost-charmed firms open up more offices than charmed circle firms to address a demand-side need to provide for seamless legal service across jurisdictions.
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E. Not-So-Charmed Circle
The fifth international strategy may be termed the "not-so-charmed circle" expansion model. Firms outside of the charmed and almost-charmed circles in the Am Law 100 focus more on midcap market work. These firms tend to have many offices across the United States, lower per-partner profits, and prestige levels lower than those of charmed and almost-charmed firms (e.g., Greenberg Traurig, K&L Gates, Bryan Cave, Squire Sanders, Holland & Knight). Some of these firms may pursue an international strategy that allows them to provide greater scope vis-à-vis other similar not-so-charmed circle firms. Not-so-charmed firms may want an international presence in as many cities as possible to overtake dominant local firms for international work for midcap clients, much like their U.S. expansion strategy.
F. Multidiscipline Practices (MDPs)
In a number of jurisdictions, accounting firms have made increasing inroads into legal services. These firms have a larger platform in most countries around the world and can provide one-stop shopping for a number of areas of servicelaw, accounting, and consulting. However, the threat to firms in the U.S. legal market may be theoretical so far. 0 In the United States, because of regulatory barriers, the accounting firms have not been able to move into the general practice of law.
1 Post-Enron discussion has chilled further expansion of these firms into tra- What constitutes legal services varies across countries. 3 This variation provides opportunities for accounting firms to operate law practices that might allow them to leverage existing relationships on the accounting or consulting side. MDPs present a particular problem for traditional law firms because accounting firms are better capitalized than U.S. law firms and have a high leverage. 4 This allows MDPs to bill less than many law firms for similar services.
MDPs may be a particular threat to U.S. law firm expansion abroad. The leading international law firms can hold their own against MDPs with highly complex, high-stakes type work.
However, there is increasing competition for commodity legal work. 6 Merely in terms of size, the accounting firms remain significant players in legal services, particularly in the area of tax. 7 MDPs threaten not-so-charmed circle firms the most, as these firms are the most likely to compete for international commodity work and lack the scope of the network of the big four. As the regulatory environment shifts to allow for greater penetration by MDPs around the world, the threat of MDPs may grow over time.
IV. The Growing Importance of the LL.M. Degree
Part of Silver's article focuses on the increasingly important LL.M. degree for foreign lawyers. She notes that LL.M.s may serve as a bridge to an increasingly U.S. (or U.K.) style of lawyering. 8 Because of their U.S. legal education and potential year of work with a U.S.-based firm upon graduation, lawyers with LL.M.s and U.S.-based experience may sell themselves as premium lawyers. Silver's empirical work into LL.M. degree recipients shows that it is difficult for LL.M. graduates to find work in major U.S. law firms. 9 Indeed, nearly a quarter work for local firms in their home countries that lack any foreign presence. 60 For U.S.-based law firms in their initial greenfield phase of expansion, foreign lawyers with LL.M. degrees seem to return to their local firms after spending a year working in the United States. This may serve to strengthen the alliance/best friends policy of the U.S. firm with its foreign alliance partner. a quarter of lawyers in these offices possess LL.M. degrees from U.S. institutions. 63 Over time, based on theory supplied by management literature, we should expect to see that these LL.M.s will make up an even greater percentage of international law firm lawyers in these offices. A related research question is whether the depth of LL.M.s in local firms makes them more attractive to international law firms. Silver suggests that buying out local competition allows foreign law firms to offer increased one-stop shopping. 64 The more specific further research question is, when U.S. firms hire locally-either through cherry picking or via acquisition of an existing local firm at the partner level-are they more likely to hire those with LL.M. credentials? Does this hold true for entry-level hires in international offices?
V. Transition in Foreign Expansion in U.S. Law Firm Globalization
International law firm expansion has proceeded more slowly than domestic expansion. This may be due in part to the practice of law itself. Law has been a predominantly local enterprise. Countries have placed restrictions on the ability of foreign nationals to provide legal services in their countries. 6 In countries where these barriers have been reduced or eliminated, this has changed the nature of legal representation by U.S.-based firms. However, lawyers are no longer practicing purely domestic law. Transactions and litigation increasingly involve multiple jurisdictions. 66 Silver provides an important explanation of the transition of foreign expansion of U.S. law firms. In the pre-internet/communications revolution era, the purpose of foreign offices was to sell U.S. law to foreign clients. 67 The communications revolution made a physical presence less important for international work but more important for local work in other jurisdictions. The typical U.S. firm now serves both local and foreign clients in its foreign offices. 68 Traditionally, the U.S. firms would start with greenfield investment into new markets. 69 In the second phase of expansion, U.S. firms acquired local capabilities, just as the management literature would suggest. Silver provides a case study of the London legal market, where U.S.-based solicitors and barristers now advise on local law issues. 70 Due to increasingly lower regulatory barriers to the practice of law, an office in that country might perform the kind of work no different than the type of work done in a U.S. office such as Chicago, New York City, Washington, D.C., or Los Angeles. Clients may be pushing for their incumbent law firms to expand when there are issues of comfort and quality. This may suggest a demand-side theory of law firm expansion. This demand-side theory may augment the supply-side tournament explanation. In the demand-side model, law firms may be growing and functioning based on the demands of its clients. 71 That is, law firm clients have begun to demand legal capabilities across jurisdictions. 72 In this explanation, U.S. law firms may be responding to client pressure by hiring local talent to protect their client relationships around the world. 73 This may be particularly important in the most profitable and largest jurisdictions, such as in U.S. and EU markets, and less in other foreign markets. This is a claim that intuitively seems true. However, there is a lack of empirical evidence of whether or not this holds.
Bierman and Hitt pick up on one theme that Silver touches upon: the transformation of the practice of law in the internet age. The internet has reduced the response time to redraft documents. 74 Moreover, Bierman and Hitt provide the critical insight that law has become more of a business, with a move away from true partnerships to a more corporate business structure. 7 These observations suggest a number of potential research questions. Does the move to a more corporate structure affect turnover rates in firms? Law firm productivity? Law firm happiness? Is this of particular concern to firms with a global presence in which partners and associates must be available at all hours to address client concerns from around the world? Initial analysis from Bill Henderson suggests that there is a statistically significant negative relationship between per partner profit and factors that affect associate happiness (except money). There is also a geographic effect-associates in New York are statistically less happy than associates in other large markets. Similarly, associates in Washington, D.C., Chicago, San Francisco, and Los Angeles are statistically less happy than Am Law associates in the remaining markets. 76 What remains unexplored is whether associate and partner happiness decreases as the firm expands internationally.
Just as the practice of law has become more corporate in its approach, there has been a shift in the provision of legal services. That is, law has become more of a commodity business. 77 Clients have become less loyal to their preexisting law firms and are more likely to seek counsel for specific transactions or litigations. 78 This competition among law firms allows clients to obtain legal services at lower prices, as clients can play law firms against each other. The information technology revolution has only increased competition and pricing pressure for legal services. Bierman and Hitt provide the example of GE's efforts at creating a priceline.com-type system for commodity legal work. 79 This has potentially profound implications on other Fortune 00 firms and the outsourcing of commodity legal work. We may be witnessing the beginning of a larger trend. Other companies may follow the lead of GE because as GE adopts cost-cutting measures for law firms, this may legitimate the decision of other Fortune 00 companies to take a similar approach. 80 
VI. Next Steps in a Law Firm Globalization Research Agenda
More interdisciplinary work needs to be undertaken to understand international business. 81 Too often scholars across law, sociology, economic geography, management studies, and economics do not communicate with each other in their overlapping work in the study of law firms. Many scholars do not cite work outside of their field. This is a serious shortcoming to a better understanding of the globalization of law firms. Below I provide suggestions for future avenues of research into the globalization of law firms that allow for more interdisciplinary approaches to law firm expansion.
A. Understanding the Dynamics of Foreign Expansion
One topic that remains unexplored is whether there is a different compensation structure for local work than international work. Are the U.S. firms' foreign offices paying more for their local lawyers than local firms? This would suggest that there would be greater prestige to work for a foreign firm and greater financial rewards. International competition for the best lawyers may change the local tournament model for lawyers. Lawyers with specialized skills who are younger partners may be the most in demand for foreign expansion. Young partners may be at the forefront of the battleground for talent because they know the contours of the local market well but do not have the financial incentives based on seniority to be as highly compensated as the more senior partners in local firms. These young partners may excel in a pre-existing international legal platform in which technical skills, rather than rainmaking skills, are at a premium.
The structure of international offices is in need of further study. What is the difference in cost structure across international offices? Are per-partner profits the same? Do these offices lose money or do they have enough deal flow, and if so, can they charge premium rates? Is there a difference between the rates charged on local matters between foreign and U.S.-based firms for local law in other countries? Does this contrast become exacerbated when the level of international work is low and does it reach a potential tipping point in which too much local work makes an international outpost unviable given the cost structure of an international office? What role do international partners play in firm management? An additional issue of the structure of international offices that has not been addressed is the decision by law firms to exit markets.
B. In-house Expansion
Due to increased globalization, issues of integration and sourcing for goods and services for multinational firms has grown more complex than ever before.
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These issues impact the in-house legal departments of multinational corporations ("MNCs") just as it does other functions of MNCs. The increased legalization of business adds to the importance of the in-house counsel to the corporation. This is due in part to the increased regulatory complexity under which companies operate. Likewise, an increase in litigation has increased the exposure of legal is- sues. 83 In-house counsels play an increasingly large number of roles in terms of how their legal advice may be used. 84 The economics literature provides a start for additional avenues of research into the in-house practice of global law. 8 Outsourcing involves tradeoffs between two types of costs. 86 On the one hand, outsourcing of legal work outside of an MNC involves issues of agency costs. 87 On the other hand, outsourcing implicates organizational costs. 88 Available datasets do not provide a way to test patterns of outsourcing versus integration of legal services both domestically and abroad. Moreover, we lack an understanding of when in-house counsel should expand in-house versus outsource the work to international or local firms.
Adding to the complexity of empirical work in this area is how to define the provision of legal services. Do such service providers only exist with the general counsel's office of a corporation? One could make an argument that both lawyers and non-lawyers in regulatory, government affairs, tax, and compliance groups in a corporation perform "legal" services. The structure of who may get included within the general counsel's office versus other corporate offices is critical to understanding issues of outsourcing work to law firms or other professional service firms.
C. Reduced Transaction Costs and General Counsel Decision-making
Silver provides some important examples of U.S. law firms that sell services in a number of different jurisdictions. How does selling firm services change across jurisdictions? In critical front page Financial Times or Wall Street Journal transactions, do savvy corporate clients partake in the cost savings of one-stop shopping with lower coordination costs, or do they choose the best firm in each jurisdiction? Sometimes it may be regulatory issues that drive a deal. In such cases, it may be more likely that a general counsel will hire the best practitioner in each jurisdiction rather than pursue cost savings based on one-stop shopping. When regulatory issues are ancillary and/or the complexity of the deal and its structure does not drive the deal regardless of deal size, this may encourage one-stop shopping for law firms globally. Work that could test this hypothesis could provide valuable insights into a global understanding of Gilson's lawyer as "transaction cost engineer" in his or her ability to create value in a transaction because of expert skills.
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D. Understanding Law Firm Expansion
Elite law firms sell their high-end repeat work experience to potential clients. In this sense, high-end lawyers are "transaction cost engineers." 90 For work critical to a company, this allows elite law firms to price at a high level, where price is inelastic. How far can such firms grow in terms of total numbers of lawyers? Growth of these firms requires labor-intensive, high-end work to justify the cost of growth in their home markets. In the alternative, these firms would need to increase their share of the pie in the other capital markets where price would be equally inelastic. Increasingly, this is the case, as Chart I illustrates. Over time, it is possible that U.S. firms will try to gain scale in the U.K. legal market to offer high-end legal services to dominate large deals in the London market. (1996) . It remains to be tested empirically if this holds within law firms.
92. U.S. lawyers may be more willing to think outside the box than other lawyers. Silver, supra note 41, at 109-97.
93. Flood, supra note 47, at 36.
Such firms can offer a type of informal insurance to a potential client. If an important and complex transaction or litigation does not go well, directors, the CEO, and others in a corporation will be less likely to second guess the decision of the general counsel to retain a charmed circle firm. Empirical work in the banking literature suggests that the investment banking equivalent of charmed circle firms serve a similar insurance purpose. The involvement of a high-end investment bank in an IPO signals the quality of the offering. 94 Initial research into law firms in the mergers and acquisitions practice suggests that there may be a signaling effect for the use of such law firms, in the sense that larger and more prestigious law firms work for the more prominent investment banks and corporate clients. 9 Because of the cost of these offices, a hypothesis would be that charmed and almost-charmed firms lose work to others (e.g., local firms, not-so-charmed firms) for more routine projects. Certainly, this hypothesis may offer a partial explanation for the size of offices of global law firms. Only MNCs are willing and able to pay such high fees. Such MNCs may only be willing to engage premier international law firms for high-end corporate work. One area for further study is whether non-U.S.-and European-based MNCs are willing to pay the high prices that U.S.-and European-based MNCs pay for legal work and the particular kinds of such work.
The explanatory value of demand-and supply-side models of law firm expansion need to be tested based on data that measures the international expansion of law firms. The first study to do this suggests that human capital and relational capital have a positive effect on internationalization. 96 However, this study overlooks both country variables for expansion as well as human capital quality of practice groups in a particular country setting. Specifically, what remains under-explored is the decision to expand into particular markets and not to expand into other markets. Is this expansion practice group driven and/or sector driven? For example, why has there been greater expansion into some capital markets and not others? Why the choice of specific non-capital market offices in certain countries but not others?
E. Maximizing Firm Resources
If Bierman and Hitt are correct, there will be an increasing trend on the part of corporate clients to lower the cost of legal services provided by law firms. If so, why have law firms not anticipated this by shifting their commodity legal work outside of the New York offices to lower-cost partners and associates in other jurisdictions, including other U.S. offices? As part of an empirical research agenda, at least two hypotheses can be tested to answer this question. Hypothesis 1: Principal/agent problem within a law firm; there may be principal/agent problems where there is a concern about consistent quality of work across offices. Hypothesis 2: Compensation Structure; it may be a function of the "eat what you kill" pay model that shapes internal firm decision-making in many law firms. Compensation may create different incentives for individual partners or practice groups than firm profit maximization.
Conclusion
The explanation for law firm global expansion is complex. Much remains under-explored. The works by Silver and Bierman and Hitt provide an important first step to a richer understanding. As part of a larger law firm research agenda, more cross country quantitative work should be undertaken to provide aggregate level explanations. This work needs to be augmented by case studies of particular firms and/or regions to fill out our understanding of the global expansion of law firms. Further work can provide a much more detailed assessment of the countrylevel expansion decisions for firms as part of a global strategy. To gain a greater understanding of the forces that define law firm expansion, we require an understanding of the goals, outputs, structure, and limitations of law firm expansion across countries. Such research will provide a better understanding of how law firms, as professional services firms, conduct their increasingly global business. This may have implications for the study of professional services firms more generally and for corporate strategy in international expansion.
